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EFIN, PK, BD 

UK-PAKISTAN DEBT RELIEF AGREEMENT 

MANILA FOR USADB 

1 . THE GOVERNMENT OF PAKISTAN HAS ANNOUNCED THAT PAKISTAN 
AND THE UK SIGNED A DEBT RELIEF AGREEMENT IN ISLAMABAD ON 
NOVEMBER 27. THE AGREEMENT, WHICH WAS IN IMPLEMENTATION 
OF THE 1974 MEMORANDUM OF UNDERSTANDING BETWEEN PAKISTAN 
AND THE CONSORTIUM COUNTIRES, RELIEVED PAKISTAN OF ALL DEBT 
SERVICE PAYMENTS DUE ON BRITISH DEVELOPMENT CREDITS PAYABLE 
BETWEEN JULY 1, 1974 AND JUNE 30, 1976, AND PROVIDED 
ADDITIONAL DEBT RELIEF DURING FY 1977 AND 1978. ALL THE 
DEBT RELIEF WAS PROVIDED AS OUTRIGHT GRANT. THE TOTAL 
AMOUNT OF DEBT RELIEF PROVIDED WAS L24.438 MILLION. AT THE 
SAME TIME, THE BRITISH GOVERNMENT RELIEVED PAKISTAN OF LIABILITY 
FOR L28 MILLION IN AID AND GOVERNMENT -GI IR ANTFF.D COMMERCIAL DEBT 
INCURRED FOR PROJECTS VISIBLY LOCATED IN BANGLADESH, EFFECTIVE 
JULY 1, 1974. 
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WM THE GOP ANNOUNCEMENT GAVE THE DOLLAR VALUE OF THE DEBT 
TRANSFERRED TO BANGLADESH AS DOLS66.9 MILLION, AND THAT 
OF DEBT PAYMENTS NOW FORGIVEN AS DOLS58.3 MILLIO. THIS 
FIGURE WAS ARRIVED AT BY USING THE DOLS.2.389 ; LI EXCHANGE 
RATE WHICH HAD BEEN USED IN CALCULATING RESCHEDULING SHARES 
IN THE 1974 MEMORANDUM OF UNDERSTANDING. THE BRITISH EMBASSY HERE 
HAS CONFIRMED THAT PAKISTAN DEBT TO THE UK IS DENOMINATED IN POUNDS, 
THAT THE DOLLAR VALUE OF THE DEBT RELIEF PROVIDED AT 
CURRENT EXCHANGE RATES IS OF COURSE SUBSTANTIALLY LOWER. 

3. BRITISH ECONOMIC COUNSELOR EXPLAINED THAT THE UK HAD 
DECIDED TO PROVIDE ITS DEBT RELIEF AS AN OUTRIGHT GRANT, 

RATHER THAN RESCHEDULING OVER 0 30 YEARS AS OTHER CONSORTIUM 
MEMBERS ARE DOING, IN ORDER TO MAKE THE TERMS OF THIS DEBT 
RELIEF COMPARABLE WITH PRESENT BRITISH AID TERMS (PRESENTLY 
ALL GRANT IN PAKISTAN). IN ADDITION, HMG APPARENTLY ALSO FELT 
THAT IT WOULD BE BETTER PLACED TO INSIST THAT COMMERCIAL DEBTS TO 
BRITISH ENTITIES BE PROMPTLY PAID IF BRITISH RESCHEDULING TERMS 

WERE MORE GENEROUS THAN THE MINIMUM REQURED BY THE 1974 AGREEMENT. 

4. WITH THE BRITISH AGREEMENT NOW SIGNEDED, ALL THE CONSORTIUM 
COUNTRIES HAVE NOW IMPLEMENTED THE 1974 MEMORANDUM OF UNDER- 
STANDING. 
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